INTRODUCTION
Today, corporative governance has, by no doubt, play an important role in corporative success. Researches showed that corporate governance is one of the key elements in improving the performance of companies, which oversee the relationship between shareholders, board of directors, managers and other stakeholders (Fama and Jensen, 2008) . The board is the most important and fundamental mechanism in corporative governance. Board composition, plays an important role in increasing controlling performance, and is an important operative in explaining the capabilities of members in completing duties and helping corporative performance (Selman and Selman, 2009) . Regarding their multifaceted tasks, it seems plausible that boards may have impact on firm performance and, if so, questions naturally arise as to what types of board structures are optimal from the perspective of maximizing stockholders wealth (Leventis *Corresponding author. E-mail: Ali_Mosavi75@Yahoo.com. et al., 2010 ). An important topic within the afore mentioned research agenda is the potential influence of board size on firm performance. While larger boards may result in a wider pool of expertise and greater external linkages, it may also lead to lower group cohesion and greater levels of conflict (Connell and Cramer, 2010) . Contemporary guidelines on corporative governance practice consistently emphasize the critically important role of non-executive directors in mitigating managershareholder conflicts (Hampel and Higgs, 2003) .
The major purpose of this paper is to identify and analyse the impact of the board size and board composition on firm performance for firms listed at Tehran Stock Exchange (TSE) from 2004 to 2009. In this research, there are 6 assumptions. Hypotheses raised in this study are to examine the relationship between the variables of size and non-executive board with firm performance; and to comparatively examine the size and non-executive board of directors on company size and firm performance.This research compares board size and board composition with FINANCIAL Q and return on assets (ROA). There is a significant relationship between board size and board composition with FINANCIAL Q and ROA. But there is no significant relationship between board size and board composition with RET. Also, the impact of board size on firm performance is more than that of board composition on firm performance.
LITERATURE

REVIEW AND RESEARCH HYPOTHESES
The impact of board size on firm performance
The nature of the relationship between board size and firm performance has come under increased scrutiny in recent years. For example, Yermack (1996) investigated the impact of board size on firm value for a sample of large US industrial corporations between 1984 and 1991 and finds a positive relationship between firm value (measured by Tobin s Q) and the number of directors. Bermig and Bernd (2009) also showed that financial measures, such as ROA and return on sales (ROS), are positively related to board size (Dalton et al., 1999) , which draw (on the results) from a number of prior US studies to indicate a positive relationship between board size and firm performance. In a sense, these contrasting findings suggest that there may be advantages as well as disadvantages in larger boards. Therefore, we propose the following hypothesis: H 1 . There is a positive relationship between board size and firm performance.
The impact of board composition on firm performance
Extant work in the analytical agency tradition (Stiles and Taylor, 2001) suggests that a higher proportion of outside directors should be associated with stronger financial performance. Regarding the importance attributed to the role of independent non-executive directors in both Hampel (1998) and Higgs (2003) reports, it is hardly surprising that UK research points to an increasing proportion of outside directors on corporative boards in recent years (Pye, 2000) . For example, Hermalin and Weisbach (1991) concluded that there is no relationship between the proportion of non-executive directors and firm performance in US. Vafeas and Theodorou (1998) and Dulewicz and Herbert (2004) report similar findings for the UK. There are several studies about the relationship between non-executive directors and the company performance. Studies such as Zahra and Pearce (1999); Pindado et al. (2005) and Oregan et al. (2005) , showed that the more the number of nonexecutive board increases, the more firm performance improves.
Therefore, we propose the following Mousavi et al. 8995
hypothesis:
H 2 . There is a positive relationship between board composition and firm performance.
Board size in firms with different sizes
Prior research on the relationship between corporative governance and firm size provides mixed evidence on whether or not larger firms tend to have better corporative governance structures (Drobetz et al., 2004; Ariff et al., 2007) . Meanwhile, there are strong reasons to suspect that identical corporative governance practices and structures do not work equally well for firms with different sizes (Klapper and Love, 2003) . For example, Holmstrom and Kaplan (2003) argued that the costs of complying with the Sarbanes-Oxley act of 2002 in the US are proportionately greater for smaller firms. Chhaochharia and Grinstein (2007) , report that empirical evidence is consistent with this view. Although the impact of firm size on firm performance board structure association is frequently ignored in empirical research, there are a number of reasons why size may be an important moderating variable. Because of their reduced scale and complexity, smaller firms are less likely to have coalitions of directors pursuing a diverse range of interests. In particular, as Dalton et al. (1999) pointed out that, ''it may be that smaller firms do not have as many competing coalitions as their larger counterparts. If so, stability and cohesiveness among constituent groups may be higher … and goal consistency stronger''. However, it appears worthwhile to add the caveat that these potential effects may be attributable to smaller firms having smaller boards rather than always being present in smaller firms regardless of the size of the board (Dulewicz and Herbert, 2004) . Therefore, we propose the following hypothesis:
H 3 . There are significant differences between board size in firms with different sizes.
Board compositions in firms with different sizes
Recent work by de Andres et al. (2005) also fails to establish a statistically significant association between firm performance and board composition across a sample of organisation for Economic Co-operation and Development (OECD) countries. Other research (Klein, 1998) suggested that US boards may in fact have an excessive proportion of non-executive directors. Furthermore, many academics and commentators have questioned the validity of the notion which suggests that a board should comprise of at least 50% non-executives (Dulewicz and Herbert, 2004) . Nonetheless, empirical work also reveals that firms with a higher proportion of outside directors have a smaller likelihood of experiencing financial distress (Elloumi and Gueyie, 2001 ). In addition, financially distressed firms with independent boards have a lower incidence of bankruptcy filings (Daily et al., 2003) . Interestingly, it appears that the US stock market responds positively to the announcement of the appointment of non-exclusive directors (Rosenstein and Wyatt, 1990) . From a strategic perspective, recent work by Yawson (2006) also suggests that when facing performance declines, firms with a higher proportion of outside directors are more likely to sanction staff layoffs. Nonetheless, notwithstanding these findings, there is a relative dearth of empirical evidence pointing to a significant positive association between firm performance and board independence. Therefore, we propose the following hypothesis:
H 4 . There are significant differences between board compositions in firms with different sizes.
The difference in board size
Work by Finkelstein and Hambrick (1996) suggested that directors are more likely to make impact on the strategic direction of the organization in smaller firms. From this perspective, larger boards may be less harmful compared to smaller firms. It is well established that a firm's information environment is directly related to its size (Collins et al., 1987; Ryan, 2005) . For example, prior work by O'Connell (1995) demonstrates that the information environment is significantly weaker for smaller Irish firms. Since larger firms typically operate in richer information environments, these companies are generally subjected to greater levels of scrutiny from media, politicians and the general public. In contrast, because smaller firms operate in far more limited information environments, the monitoring role of the board may even be more critical. Prior research shows that the monitoring role of the board is an increasing function of board size (Kiel and Nicholson, 2003) . Therefore, we propose the following hypothesis:
H 5 . The difference in board size is making a difference in firm performance.
Firm size
The relationship between firm size and stock returns in five Asian countries were examined (Grote and Gispere, 2002) . These results suggested that there is a strong relationship between firm size and stock returns in all these countries. Basu (1997) also showed that there is a significant relationship between firm size and stock returns.
More specifically, Holder et al. (1998) ; Gul and Kealey (1999) ; Koch and Shenoy (1999) ; Chang and Rhee (1990) and Ho (2003) argued that large firms are likely to be more mature and thus have easier access to capital markets, and should be able to pay more dividends. This indicates that large firms can afford to pay higher dividends than smaller ones (Al-Najjar, 2009) . Therefore, we propose the following hypothesis:
H 6 . The difference in firm size is making a difference in firm performance.
Variables definitions
In this paper, FINANCIAL Q, RET and ROA are dependent variables; and BRDSIZE and NED are independent variables. These variables are summarized in Table 1 .
RESEARCH METHODS
The correlation research method was used to determine the relationship between board characteristics and firm Size with firm performance multiple regressions; and ANOVA were applied in testing the relationship between these variables. We examine the relationships between these variables in a panel multiple regression framework, and consider the empirical model described as follows: 
Data analysis
The test of first and second hypothesis Hypotheses testing results: A total optimum model was used for predicting the performance measure. We entered variables into the model respectively. Two models were defined and finally the last models (2) including all variables were defined as an optimum model for predicting the performance measure. As a result, the regression model came as follows:
Tobin's Q = β 0 + β 1 BRDSIZE t + β 2 NED% + eit
Presenting total optimum model based on model 2 (Ttest):
Optimum model was model 2, which had a more determinative coefficient (R square) than the previous ones. In fact, all together, variables could present a more precise prediction of firm Performance measure and in this paper the optimum model was 2 one. The optimal regression model was written as follows:
Financial Q = -26945965.89 + 536740280.561 Brdsize E t +141774780.575 NED% + eit (1).
As it is seen in optimum model, Brdsize was computed with coefficient equal to 536740280.561. Thus, there was a positive relationship between board size and board composition with FINANCIAL Q. So these two variables are the entered model, and they have the same impact on FINANCIAL Q. Meanwhile, based on the results in Table 3 , (variance inflation factor (VIF) coefficient related to the variables entered the final model which indicated that no major change occurred in that coefficient in relation to Figure 1 , and there was no collinearity between independent variables in the final model.
Hypotheses testing
As a result, the regression model came as follows: RET = β 0 + β 1 BRDSIZE t + β 2 NED% + eit 
Presenting total optimum model based on model 2 (Ttest)
The optimal regression model was written as follows: RET = -214.557+ 44.922Brdsize E t + eit (2)
As it is seen in optimum model, Brdsize was entered with coefficient equal to -44.922. Thus, there was no significant relationship between board size and board composition, with stock returns. So these two variables are not the entered model, neither do they have the same impact on stock returns.
Meanwhile, based on the results of Table 6 , VIF coefficient related to the variables entered the final model which indicated that no major change occurred in that coefficient in relation to figure 1, and there was no collinearity between independent variables in the final model.
Hypotheses testing results
As a result, the regression model came as follows: ROA = β 0 + β 1 BRDSIZE t + 4 β 2 NED% + eit 
Presenting total optimum model based on model 2 (Ttest)
The optimal regression model was written as follows: ROA = -13.035 + 2.562 BRDSIZE t + 0.651NED% + eit (3)
As it is seen in optimum model, NED% was entered with coefficient equal to 0.651. Thus, there was a positive relationship between board size and board composition with NED%. This relationship is significant. So these two variables are the entered model, and they have the same impact on NED%. Meanwhile, based on the results of Table 8 , VIF coefficient related to the variables entered the final model which indicated that no major change occurred in that coefficient in relation with figure 1, and there was no collinearity between independent variables in the final model.
The test of third hypothesis
To test this hypothesis, homogeneous variance test and ANOVA test was used. As shown in Table 9 , significance=0.107>0.05. Thus, results showed that the variance between groups is homogeneous. As shown in Table 10 , significance=0.000<0.05. Thus, results showed that there were significant differences between board sizes in firms with different sizes.
The test of fourth hypothesis
To test this hypothesis, homogeneous variance test and ANOVA test was used. As shown in Table 11 , Significance=0.096>0.05. Thus, results showed that the variance between groups is homogeneous.
As shown in Table 12 , Significance=0.001<0.05. Thus, results showed that there were significant differences between board compositions in firms with different sizes.
The test of fifth hypotheses
To test this hypothesis, homogeneous variance test and ANOVA test was used. As shown in Table 13 , Significance>0.05. Thus, results showed that the variance between groups is homogeneous.
As shown in Table 14 , Significance=0.000<0.05. Thus, results showed that the difference in the board size is First, board size exhibits a significant positive association with firm performance (using ROA, RET and FINANCIAL Q). Second, we find a positive and significant association between firm performance and the percentage of non-executives in the board using ROA, RET and FINANCIAL Q). The results of the test of hypothesis have shown that there are significant differences between board size and board composition in companies of different sizes. The difference in the board size and the firm size is making a difference in the firm performance. So the regression results show that there is a significant relationship between board size and board composition and FINANCIAL Q and ROA. However, there is no significant relationship between board size and board composition and stock returns. Also the impact of the board size on firm performance is more than the impact of the board composition. 
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